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CHAPTER - 1
BUSINESS, TRADE AND COMMERCE
Q1. Which of the following is an economic activity?                                            (1)
(a) A housewife cooking food for her family.
(b) A person selling cold water on the pavement.
(c) A young boy driving his motorcycle in the city.
(d) An old man offering prayers in a temple.
Q2. Which of the following does not characterize business activity?                   (1)
(a) Production of goods
(b) Presence of risk and services
(c) Sale or exchange
(d) Salary or wages 
Q3. A business activity may be without a profit motive.                                        (1)
(a) True
(b) False
(c) Either (a) or (b)
(d) Neither (a) nor (b)
Q4. Business risk is not likely to arise due to:                                                       (1)
(a) Changes in government policy
(b) Good management
(c) Employee's dishonesty
(d) Power failure
Q5. Choose the correct alternative :                                                                        (1)
	(i) The service which helps in removing hindrance of knowledge.
	A. Advertising

	(ii) The service which help in removing hindrance of place.
	B. Transport

	(iii) The service which helps in removing hindrance of time.
	C. Insurance

	(iv) The service which helps in removing hindrance of risk.
	D. Warehousing


 
(a) (i) - A , (ii) - B , (iii) - D , (iv) - C 
(b) (i) - C, (ii) - B , (iii) - D , (iv) -  A
(c) (i) - A, (ii) - D , (iii) - B , (iv) -  C
(d) (i) - C, (ii) - D , (iii) - B , (iv) -  A
Q6. Which of the following cannot be classified as an auxiliary to trade?            (1)
(a) Mining
(b) Insurance
(c) Warehousing
(d) Transport
Q7. Industry and commerce are interchangeable terms.                                         (1)
(a) True
(b) False
(c) Either (a) or (b)
(d) Neither (a) nor (b)
Q8. What was the major center for export of stones ?                                            (1)
(a) Pataliputra
(b) Peshawar
(c) Indraprastha
(d) Varanasi
Q9. The First Five Year Plan was implemented in 1952. Due importance was given to the establishment of __________________.                                                      (1)
(a) modern industries
(b) modern technological and scientific institutes
(c) space and nuclear programmes
(d) All of these
Q10. Which economic activity has zero risk?
(a) Business
(b) Profession
(c) Employment
(d) All of these
Q11.  Explain any two business activities which are auxiliaries to trade.              (3)
Q12. What are causes of business risk?                                                                  (3)
Q13. What are the objectives of the business?                                                       (3) 
Q14. What is business risk? What is its nature?                                                     (4)
Q15. Discuss the development of indigenous banking system in Indian subcontinent.                                                                                                           (4)
Q16. Define business. Describe its important characteristics.                                (4)
Q17. Describe the activities relating to commerce.                                                (4)
Q18. Compare business with profession and employment.                                    (6)
Q19. Define industry. Explain various types of industries giving examples.         (6)
Answers
Ans 1. (b) A person selling cold water on the pavement.
Ans 2. (d) Salary or wages 
Ans 3. (b) False
Ans 4. (b) Good management
Ans 5. (a) (i) - A , (ii) - B , (iii) - D , (iv) - C 
Ans 6. (a) Mining
Ans 7. (b) False
Ans 8. (a) Pataliputra
Ans 9. (d) All of these
Ans 10. (c) Employment
Ans 11. Activities that facilitate the exchange of goods and services are referred to as auxiliaries to trade. Two examples are given below:
1. Banking and Finance: Funds are necessary for acquiring assets, purchasing raw materials and meeting other expenses. These funds can be obtained from a bank. Therefore, banking helps business activities to meet the required funds.
2. Advertising: It is an important component of marketing that involves the promotion of products, and accurate promotion helps reach potential viewers, which will result in sales.
Ans 12. Business risk is caused due to the following as discussed below:
1. Economic Causes: These types of business risks arise due to the uncertainty surrounding the changes in the policies of competitors, price changes or changes in the preferences of consumers.
2. Natural causes: Natural calamities, such as floods, earthquakes, and famine can cause extensive loss to a business. Such risks are beyond our control.
3. Human causes: These are caused by negligence on the part of humans, like carelessness, riots, and strikes.
4. Other causes: Some events are unpredictable, such as political disturbances and interest and exchange rate fluctuations.
Ans 13. Objectives of business are mentioned below:
· Innovation: Every business concern must come up with novice ideas, inventions and implement them; which are helpful for survival and growth.
· Productivity: Productivity is certainly determined by contrasting the value of the output with the value of the input.
· Earning Profits: Any business entity that is operating must earn a reasonable amount of profits in order to sustain survival and growth.
Ans 14. Business risk refers to the possibility of earning inadequate profits or sustaining losses due to unforeseen or unexpected circumstances. It can happen when the demand for a particular product declines due to increased competition or changes in customer preferences.
The nature of business risks are:
1. Profit related to risk: Profit is obtained as a reward for the risk taken in business.
2. Degree of risk taken depends upon the scale of operation of the business.
3. Risk is an essential part of any business.
4. Business risk arises due to uncertainties in business.
Ans 15. The indigenous banking system played a prominent role in lending money and also in financing domestic and international trade with the help of currency and later with letter of credit. As the banking system developed, people began depositing precious metals with individuals who were known as Seths. Money became the means that manufacturers could use to produce more goods. Later, documents in the form of Hundi and Chitti were used for carrying out monetary transactions. In ancient India, intermediaries played a prominent role in trade promotion. The financial security offered by them helped in taking risks in foreign trade. The institutions such as of Jagat Seth also exercised great influence during the period of the Mughals and later in the time of the East India Company. The availability of loans and the rise in credit transactions helped in the growth of commercial establishments.
India enjoyed a great balance of trade, with exports holding the upper hand in comparison to imports. This system helped manufacturers, traders and merchants get funds for expansion and development. Industrial and commercial banks evolved to become institutions that financed trade and commerce, and agriculture banks provided short and long-term loans to finance those involved in agriculture activities.
Ans 16. Business is the occupation where people engage in activities related to the purchase or production and sale of goods and services with the sole purpose of earning a profit, therefore producing or selling goods and services that are in demand.
Characteristics of business are given below:
1. Business is considered to be an economic activity as the sole purpose of starting a business is to earn profit.
2. Business deals with procuring raw materials and converting them into finished products and selling to consumers.
3. The sustainability and future growth of a business are determined by the profit it is earning.
4. Business involves the exchange of goods and services using a common medium, i.e., money.
5. Any business, whether small or big, will face business risks.
6. There will be uncertainty of returns as the business may incur loss or gain profit.
Ans 17. There are two types of activities in commerce: (i) trade and (ii) auxiliaries to trade.
Buying and selling of goods is called trade, whereas auxiliaries to trade involve activities such as banking, communication, transportation and advertising. Commerce enhances the link between consumers and producers.
1. Banking and Finance: It is one of the most important requirements to run any business. Without finance, the free movement of goods is restricted. A banking arrangement helps in the availability of credit to traders, thus acting as an auxiliary to trade.
2. Warehousing: It refers to storing of goods till the time it is ready to be transported. Warehousing ensures proper storage and facilitates the easy availability of goods.
3. Transportation: It helps producers in purchasing goods and other necessary items from different places and selling them in different areas. It helps in the buying and selling of goods.
4. Advertising: Advertisements through various channels, such as radio, TV, etc., help in reaching the information to the audience and increaseing sales.
5. Insurance: There will be risks in business, and to cover against them, you need to get insured. 
Ans 18.
	Basis
	Business 
	Profession
	Employment

	Mode of establishment
	Entrepreneur’s decision and other legal formalities, if felt necessary
	Certificate of practice and a membership of a professional body
	Service agreement and appointment letter

	Nature of work
	Providing goods and services to public
	Providing expert and personalized services
	Working as per rules of service or service contract

	Risk involved
	Uncertain risk is there as profit and loss cannot be determined beforehand
	Some risk can be there
	Little or no risk





	Transfer of ownership
	It can be transferred by following certain formalities.
	No transfer possible as degree and certification received for self
	No transfer possible

	Reward or remuneration 
	In the form of profit
	In the form of fees for consultation
	In the form of a salary

	Code of conduct
	There is no code of conduct as such
	Professional code of conduct must be followed
	Code of conduct as per rules of the organisation



Ans 19. Industry refers to the economic activities that convert resources into useful goods. It involves the use of machines and technical skills, which are used for producing a variety of goods, breeding animals, etc. There are three types of industries:
1. Primary Industries: These types of industries deal with products that are obtained from natural sources. The main purpose of such industries is to convert raw material into a consumable form. Examples of such industries are farming, hunting, mining, and fishing industries. Primary industries can be classified into two types based on the activities performed.
a. Extractive Industries: These industries deal with products that need to be refined so that they can be used in other industries. Examples are mining and fisheries.
b. Genetic Industries: These industries deal with breeding plants and animals and using them for further use.
2. Secondary Industries: These industries deal with the manufacturing of products; they acquire raw materials and convert them into goods to which further value can be added. Such types of industries can be categorised as follows:
a. Manufacturing Industries: Here, the raw materials get converted into finished products to become readily usable, such as petroleum, wax obtained from mineral oil, etc.
b. Synthetic Industries: These combine raw materials to form a new product. An example is the cosmetic industry.
c. Processing Industries: Here, the raw material is processed and purified in order to arrive at a final product. Examples are the paper and sugar industries.
d. Assembling Industries: Combining various components in order to arrive at the final product is the speciality of assembling industries. Examples are the electronics industry, automobile companies and construction companies.
3. Tertiary Industries: These industries serve as the facilitator of primary and secondary industries. These industries are mainly involved in providing service to the industries; examples are baking and transportation
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